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Basis for Adverse Opinion on Aggregate Discretely Presented Component Units

The financial statements do not include financial data for South Carolina State University
Advancement Foundation (the “Advancement Foundation”), one of the University’s legally
separate component units. Accounting principles generally accepted in the United States of
America require the financial data for the Advancement Foundation to be reported with the
financial data of the University unless the University also issues financial statements for the
financial reporting entity that include the financial data for its component units. The University
has not issued such reporting entity financial statements.

Adverse Opinion on Aggregate Discretely Presented Component Units

In our opinion, because of the significance of the matter discussed in the "Basis for Adverse
Opinion on the Aggregate Discretely Presented Component Units" paragraph, the financial
statements referred to above do not present fairly, the financial position of the aggregate
discretely presented component units of the University, as of June 30, 2013, or the changes in
financial position thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Unmodified Opinions

In our opinion, the financial statements referred to previously present fairly, in all material
respects, the respective financial position of the business-type activities of the University as of
June 30, 2013, and the respective changes in financial position and, where applicable, cash flows
thereof for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 11 through 17 be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in
the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.
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Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the University’s basic financial statements. The Statistical Section is
presented for purposes of additional analysis and is not a required part of the basic financial
statements.

The Statistical Section has not been subjected to the auditing procedures applied in the audit of
the basic financial statements, and accordingly, we do not express an opinion or provide any
assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Governmental Auditing Standards, we have also issued our report dated
October 30, 2013 on our consideration of the University’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the University’s internal control over financial reporting and compliance.

ﬁ’?@ USA LLP

October 30, 2013
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South Carolina State University

Notes to Financial Statements

Carolina State University Advancement Foundation, 300 College Street, NE, Orangeburg, South
Carolina 29117.

The University is part of the primary government of the State of South Carolina.
Basis of Accounting

For financial reporting purposes, the University is considered a special-purpose government
engaged only in business-type activities. Accordingly, the University’s financial statements have
been presented using the economic resources measurement focus and the accrual basis of
accounting. Under the accrual basis, revenues are recognized when earned, and expenses are
recorded when an obligation has been incurred. All significant intra-agency transactions have been
eliminated.

The Foundation is a private nonprofit organization that reports under FASB, including FASB
Accounting Standards Codification Topic relevant to not-for-profit entities. As such, certain
revenue recognition criteria and presentation features are different from GASB revenue
recognition criteria and presentation features. No modifications have been made to the
Foundation’s financial information in the University’s financial reporting entity for these
differences. The Foundation is required to report information regarding its financial position and
activities according to three classes of Net Assets: unrestricted Net Assets, temporarily restricted
Net Assets, and permanently restricted Net Assets.

Cash and Cash Equivalents

For purposes of the financial statements, the University considers all highly liquid investments
with an original maturity of three months or less to be cash equivalents. Funds invested through
the State of South Carolina State Treasurer’s Office are considered cash equivalents.

Investments

The University accounts for its investments at fair value in accordance with GASB Codification
Section 150, Investments. Changes in unrealized gain (loss) on the carrying value of investments
are reported as a component of investment income in the Statement of Revenues, Expenses, and
Changes in Net Position. The Foundation’s investment in securities and donated negotiable assets
are stated at market value. Investment income is reported net of investment fees and service
charges.

Receivables

Student accounts receivable consists of tuition and fees charged to students, and auxiliary
enterprise sales and services provided to students, faculty and staff. Student accounts receivable
are recorded net of estimated uncollectible amounts.

Grants and contracts receivable include amounts due from the federal, state and local

governments, or private sources, in connection with reimbursement of allowable expenditures
made pursuant to the University’s grants and contracts and for reimbursements of other expenses.
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South Carolina State University

Notes to Financial Statements

contributions is the amount of cumulative federal contributions and a pro-rata share of net
earnings on the loans under this program that would have to be repaid to the federal government
if the University ceases to participate in the program. The University recognizes as revenue and
expenses only the portion attributable to its matching contribution.

Net Position
The University’s Net Position is classified as follows:

Net Investment in Capital Assets: This represents the University’s total investment in capital
assets, net of outstanding debt obligations related to those capital assets. To the extent debt has
been incurred but not yet expended for capital assets, such amounts are not included as a
component of net investment in capital assets.

Restricted Net Position - nonexpendable: Nonexpendable restricted Net Position consist of
endowment and similar type funds in which donors or other outside sources have stipulated, as a
condition of the gift instrument, that the principal is to be maintained inviolate and in perpetuity,
and invested for the purpose of producing present and future income, which may either be
expended or added to principal.

Restricted Net Position - expendable: Restricted expendable Net Position include resources in
which the University is legally or contractually obligated to spend in accordance with restrictions
imposed by external third parties.

Unrestricted Net Position: Unrestricted Net Position represent resources derived from student
tuition and fees, appropriations, and sales and services of educational departments and auxiliary
enterprises. These resources may be used at the discretion of the governing board to meet current
expenses. These resources also include auxiliary enterprises, which are substantially self-
supporting activities that provide services for students, faculty and staff. The University’s policy
for applying expenses that can use both restricted and unrestricted resources is delegated to the
departmental administrative level. General practice is to first apply the expense to restricted
resources then to unrestricted resources.

Income Taxes

The University, as a political subdivision of the State of South Carolina, is excluded from federal
income taxes under Section 115(a) of the Internal Revenue Code, as amended.

The Foundation and Advancement Foundation are private not-for-profit foundations within the
definition of Section 509(a) of the Internal Revenue Code and are exempt from taxes under
Section 501(c)(3).

Classification of Revenues and Expenses

The University has classified its revenues and expenses as either operating or nonoperating
according to the following criteria:
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South Carolina State University

Notes to Financial Statements

Operating revenues and expenses: Operating revenues generally result from exchange transactions
to provide goods or services related to the University’s principal on-going operations. These
revenues include (1) student tuition and fees received in exchange for providing educational
services, housing, and other related services to students; (2) receipts for scholarships where the
provider has identified the student recipients; (3) fees received from organizations and individuals
in exchange for miscellaneous goods and services provided by the University; and (4) grants and
contracts that are essentially the same as contracts for services that finance programs the
University would not otherwise undertake. Operating expenses include all expense transactions
incurred other than those related to investing capital or noncapital financing activities.

Nonoperating revenues and expenses: Nonoperating revenues include activities that have the
characteristics of nonexchange transactions. These revenues include gifts and contributions,
appropriations, investment income, and any grants and contracts that are not classified as
operating revenue or restricted by the grantor to be used exclusively for capital purposes.
Nonoperating expenses include interest paid on capital asset related debt, losses on disposal of
capital assets, and refunds to grantor.

Sales and Services of Educational Departments and Other Activities

Revenues from sales and services of educational departments and other activities generally consist
of amounts received from athletic programs, laboratory school and other activities that
incidentally create goods and services which may be sold to students, faculty, staff, and the
general public.

Auxiliary Enterprises and Internal Service Activities

Auxiliary enterprise revenues are primarily generated by the dormitories, dining services,
bookstore and health center.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets, liabilities, revenues, and expenditures
and affect disclosure of contingent assets and liabilities as of the date of the financial statements.
Actual results could differ from those estimates.

Donor Restricted Assets
The University policy for the treatment of net appreciation (depreciation) on investments of donor

restricted endowments increases or decreases the principal. These amounts are not authorized for
expenditure.
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Statistical Section


































































